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TERMINATION AND RE-DEVELOPMENT
It is fifty years since the strata title legislation was introduced in NSW. Properties built shortly after the introduction of strata title, and many other buildings which were constructed in the first half of the twentieth century and converted to strata title, have become run-down, or are of lower densities than might now be possible, especially in higher value areas. As such, there is an incentive to build newer (and generally higher density) properties in their place. There are three main scenarios in which strata titled buildings would be knocked down and redeveloped:
1. A strata building requires so much remedial work it would cost more to maintain than knock-down and rebuild (i.e. it has reached the end of its physical and/or economic life).
2.
A strata building has either not maximised the Gross Floor Area potential of the land it is built on, or is in an area that has been re-zoned to enable higher-rise developments, and there is profit to be made by the property owners in capitalising on this.
3. A strata building (or buildings) situated in an area (e.g. a few blocks) which could be targeted for a broader urban renewal project. In many areas with a high potential for redevelopment (such as near transport nodes like railway stations) in Sydney there are already existing strata titled dwellings.
However there is a major barrier to any of these three scenarios taking place. Under current arrangements, before a strata titled building can be knocked down for redevelopment, the strata scheme must be terminated and the owners corporation dissolved. Currently, there are
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Second, because lower-density strata titled properties cannot be knocked-down to make way for higher density urban renewal developments to enable the rational development of land and for more people to be housed in the Sydney metropolitan area. Finally, because those strata property owners who want to realise their property assets through selling or re-developing their building find that they are unable to do so, as a single owner can stymie development.
THE TERMINATION DEBATE -THE OPTIONS FOR CHANGE
There has been a lot of discussion in NSW about how the existing system might be changed to make it easier to terminate schemes. A number of alternatives to the current system have been discussed (Sherry, 2006) , including:
-a unanimous vote at a meeting of the owners corporation (i.e. a vote of those who actually attend the meeting);
-establishing a fixed term for strata schemes (i.e. stipulating the lifespan of the building at the development stage); and -allowing termination based on a majority decisions (e.g. 75 per cent voting for) or minority opposition (e.g. 25 per cent voting against).
At the national level, the Council of Australian Government (the peak intergovernmental forum in Australia) agreed that the Housing Supply and Affordability Working Party would report on "the potential to reform land aggregation, zoning and planning processes and governance, including ... the impacts of titling systems (such as residential strata title arrangements) on the housing supply market" (COAG, 2010: Attachment B) . At the time of writing, no report on these issues had been made public.
At the NSW level, the issue has been the topic of public discussion for almost a decade. In
2004, the NSW State Government released a discussion paper (Strata Schemes in 2004 -The
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The most active stakeholder group in this area has been the Property Council of Australia (PCA), the peak body for the property industry. They have consistently advocated that the requirement for a unanimous resolution for termination be replaced with a requirement that Indeed, the option of allowing termination based on a majority decision, or minority opposition is the option that has received the most traction in NSW (having been advocated for by the PCA, SCA NSW, UDIA and PIA). Similar changes have already been made in Singapore (which also has similar strata title legislation), and the Singapore case provides some insight into how such a change might be implemented in Australia.
Singapore
In the 1990s, three significant events occurred in Singapore which precipitated a change in that country's legislation regarding the termination of strata schemes.
First, there were many walk-up apartments in blocks, built after the introduction of the Land Titles (Strata) Act in 1967, that were approaching 30 years and required significant maintenance works. As a significant amount of money was required to repair these buildings, the majority of owners in many blocks wanted to sell. The only option for these majority owners was to take the issue to court, and make arguments as to why the schemes should be terminated, which proved to be both difficult and expensive.
Second, after the completion of the Singapore Concept Plan 1991, which mapped out a 40 to 50 year vision for Singapore, a series of Development Guide Plans were produced by the Urban Redevelopment Authority, Singapore's national land use planning and conservation authority. Development Guide Plans are detailed land-use plans covering each of the 55 planning areas in Singapore, which specify planning objectives including land-use zoning, development intensity (density) and allowable building height (Chew, 2008) . The Singapore government increased the plot ratios for selected areas, particularly those in prime locations (such as near Mass Rail Transit stations) in the Development Guide Plans produced between 1993 and 1998 (Christudason, 2010: 94) .
Third, at the same time there was a strong upsurge in the market and property prices and developers started approaching owners and suggesting that they sell collectively to get a higher price than they would by selling the unit on its own (Yong, 2011) . This was only made possible by the increase in plot ratios, meaning that the these sites had redevelopment potential because new value of the land on which a building sat could in fact be significantly higher than the collective value of the units currently on that site.
During this period, 100 per cent consensus was needed to terminate strata schemes (as is currently the case in NSW) and many such deals were unsuccessful because of a minority of owners holding out. In response, the Singapore government introduced the Land Titles (Strata) (Amendment) Act 1999, which allowed owners to make a collective sale of the building to a single purchaser with 80 per cent consensus (for buildings older than 10 years) or 90 per cent consensus (for buildings less than 10 years old).
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As a result, there was a surge in the number of en-bloc sales. At this time, there were controversies over some cases of bad faith transactions, which were brought to court, and in 2007 the Ministry of Law conducted a public consultation on the collective sales process (Christudason, 2009) . Following this consultation, amendments were introduced to the legislation to ensure better safeguards and transparency for owners (Christudason, 2009 ).
The experiences of Singapore provide important insights into the potential complex consequences of changing strata termination legislation.
Managing the termination and renewal process
In NSW, as well as changing the rules regarding what proportion of owners need to agree before termination can occur, there have also been different options proposed for managing the termination and redevelopment process. Potential termination and redevelopment models proposed have included a collective sale model and a renewal plan model.
The collective sale model
A collective sale model is currently in operation in Singapore. In Singapore, when 80 per cent of owners in building more than 10 years old (90 per cent in buildings less than 10 years old) agree, a building can be sold collectively to a single purchaser for the purposes of redevelopment. The purchaser then owns 100 per cent of strata scheme, and can apply to have that scheme terminated. Collective sales become feasible when the value of the land is greater
than the total open market value of all of the individual lots combined, so that owners can sell their lots for more than they would have received if they had sold them individually. This can living, but is brought to the fore in debates around the termination and redevelopment of strata schemes.
The situation has now reached a point where government intervention, and hence a shift in the balance in the relationship between the government and the market in housing provision, is required. The rules regarding the termination of strata schemes in NSW need to be changed so that unanimous consent is no longer required to terminate a strata scheme to avoid the tragedy of the anti-commons and enable the renewal of old properties and an increase in density in urban areas.
The termination and redevelopment process will need to be managed so that it actually works in practice -ensuring that developments are both economically viable and feasible within existing planning frameworks. Such an approach places greater emphasis on government involvement to coordinate the renewal process, or to at least set the framework for such processes. As well as amending the termination requirements in the strata title legislation, this is likely to involve changes to the planning system, in terms of setting renewal strategies, facilitating local re-zonings and then determining specific approvals for redevelopment. In addition, particular consideration should be taken in determining where new strata titled buildings are desirable to ensure future redevelopment strategies are not curtailed by large strata developments.
Government involvement will also be required in order to ensure that the potential negative social impacts of a changed system are minimised. If the rules regarding strata termination are going to change, the government will need to mitigate the social impacts on residents, owners and other stakeholders, particularly those residents who are most vulnerable. The government will have a difficult role to play in managing the outcomes for those who are likely to win from the process and those who see themselves as losing out. This will include
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In order to successfully achieve the changes to strata termination, the government will also need to educate strata owners about exactly what they are buying when they purchase a strata titled property, so that they are aware that when they buy a property they may not have it forever. In addition, the government will need to persuade the many people who will be upset and whose property rights will have been diminished, that the changes are necessary. This will necessitate a public discussion about the tension between individual property rights and the collective good in relation to strata title ownership.
The government will also need to be cognisant of the effect that any changes might have on the activities of mortgage lenders and insurance companies, to ensure that their involvement in the sector is not curtailed. This will be particularly important for blocks that might be coming towards the end of their economic or physical life. The impact on long term property values will need to be understood.
The future success and longevity of the strata titled market will thus be dependent on the government looking beyond simply changing the law to facilitate private development.
Instead, the government will need to actively seek to change the balance between government intervention and the market in housing provision, and between individual property rights and the collective good in urban management.
